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this limitation, these deductions shall
not be allowed in an amount in excess
of the aggregate amount of the rent or
other compensation received for the
use of, or the right to use, the prop-
erty, unless it is established to the sat-
isfaction of the Commissioner:

(i) That the rent or other compensa-
tion received was the highest obtain-
able, or if none was received, that none
was obtainable;

(ii) That the property was held in the
course of a business carried on bona
fide for profit; and

(iii) Either that there was reasonable
expectation that the operation of the
property would result in a profit, or
that the property was necessary to the
conduct of the business.

(2) The burden of proof will rest upon
the taxpayer to sustain the deduction
claimed. If, in computing undistributed
personal holding company income, a
personal holding company claims de-
ductions for expenses and depreciation
allocable to the operation and mainte-
nance of property owned or operated by
the company, in an aggregate amount
in excess of the rent or other com-
pensation received for the use of, or the
right to use, the property, it shall at-
tach to its income tax return a state-
ment setting forth its claim for allow-
ance of the additional deductions, to-
gether with a complete statement of
the facts and circumstances pertinent
to its claim and the arguments on
which it relies. Such statement shall
set forth:

(i) A description of the property;
(ii) The cost or other basis to the cor-

poration and the nature and value of
the consideration paid for the property;

(iii) The name and address of the per-
son from whom the property was ac-
quired and the date the property was
acquired;

(iv) The name and address of the per-
son to whom the property is leased or
rented, or the person permitted to use
the property, and the number of shares
of stock, if any, held by such person
and the members of his family;

(v) The nature and gross amount of
the rent or other compensation re-
ceived for the use of, or the right to
use, the property during the taxable
year and for each of the five preceding
years and the amount of the expenses

incurred with respect to, and the depre-
ciation sustained on, the property for
such years;

(vi) Evidence that the rent or other
compensation was the highest obtain-
able or, if none was received, a state-
ment of the reasons therefore;

(vii) A copy of the contract, lease or
rental agreement;

(viii) The purpose for which the prop-
erty was used;

(ix) The business, carried on by the
corporation, with respect to which the
property was held and the gross in-
come, expenses, and taxable income de-
rived from the conduct of such business
for the taxable year and for each of the
five preceding years;

(x) A statement of any reasons which
existed for expectation that the oper-
ation of the property would be profit-
able, or a statement of the necessity
for the use of the property in the busi-
ness of the corporation, and the rea-
sons why the property was acquired;
and

(xi) Any other information pertinent
to the taxpayer’s claim.

(i) Amount of a lien in favor of the
United States. (1) If notices of lien are
filed in the manner provided in section
6323(f), the amount of the liability to
the United States outstanding at the
close of the taxable year, and secured
by such liens which are in effect at
that time, shall be allowed as a deduc-
tion in computing undistributed per-
sonal holding company income. How-
ever, the amount of such deduction
which may be allowed for any taxable
year shall not exceed the taxable in-
come (as adjusted for purposes of deter-
mining the undistributed personal
holding company income, but without
regard to the deduction under section
545(b)(9)) for such year. The fact that
the amount of, or any part of, the out-
standing obligation to the United
States was deducted for one taxable
year does not prevent its deduction for
a subsequent taxable year to the extent
the obligation is still outstanding at
the close of the subsequent taxable
year and is secured by a lien, notice of
which has been filed.

(2) Subparagraph (1) of this para-
graph may be illustrated by the follow-
ing example:
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